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Staff Turnover

in

CPA Firms
A Problem Revisited
Anita I. Tyra, CPA, Ph.D.

Over the years, a number of
researchers have investigated the
problems and causes of staff turn
over in CPA firms and recommended
steps to improve staff retention.
Many of these recommendations
have been put into practice. This
study was made in 1978 in a large of
fice of one of the “Big Eight” and
sought to prove the hypothesis that
(1) the rate of turnover decreases
significantly when appropriate per
sonnel policies are implemented, (2)
those who leave the firm had rela
tively little potential for long-term
success, and (3) terminated
employees frequently obtain posi
tions with clients, with or without the
aid of the CPA firm.

Methodology
The majority of studies concerned
with turnover have relied on
responses to questionnaires from
terminated employees; were based
on responses from a sample; and
covered employee terminations that
had occurred over a number of
years. In contrast, this study ob
tained information from the CPA firm
and included all junior and senior
accountants who had terminated
their employment within 1977. Docu
ments examined included the per
formance evaluations terminated
employees had received during their
employment with the firm. Also ex

amined were various manuals and
documents dealing with personnel
administration and training. Inter
views with partners and managers
sought to establish the degree to
which policies were being imple
mented.

The Work Environment
The CPA office where this study
was undertaken has approximately
250 professional employees, of
whom approximately 70%, or 175,
are junior and senior accountants. It
is located in a metropolis having the
usual characteristics of densely
populated urban areas: congested
traffic conditions, long commuting
times for employees, and air pollu
tion. The firm’s employees ex
perience a great deal of diversity in
work assignments since client com
panies range from small to very
large and represent many different
industries. The firm maintains
carefully conducted orientation,
training, evaluation and counseling
programs.

Personnel Policies
The Orientation Program. Before
going on their first engagement, all
new staff members take a two-week,
in-house orientation program. The
program provides an introduction to
the firm and to the practice of public
accounting. Topics covered include

audit procedures, preparation of
audit working papers, and the firm’s
evaluation system. Orientation ses
sions are conducted by two ex
perienced seniors who have demon
strated enthusiasm for teaching and
who possess skills in establishing a
forum for open discussion. Much of
the material is presented on video
tape, followed by question and
answer sessions. The firm’s
“Handbook for Staff Members” is
also discussed in depth. The
handbook describes the firm’s pro
fessional activities, personnel
policies and expectations for the
professional and personal develop
ment of its staff.
The Training Program. This pro
gram stresses staff development,
which is viewed as a combination of
on-the-job experience and formal
continuing education. A minimum of
40 classroom hours per year is re
quired of all professional employees.
A number of courses have been
developed by the firm and are taught
by firm personnel, on a regional
basis, at conference centers and
universities. Facilities are chosen
not only for their adequacy and con
venient location, but also for their at
tractiveness and the availability of
recreational facilities.
Topics of the firm-wide continuing
education program include audit,
tax, MAS, and industry specializa
tions. In addition, there are partners’
programs and courses to develop
the firm’s own instructors. Most
courses require extensive prepara
tion in advance of class attendance.
In addition to the two-to-fourteenday programs which are conducted
regionally, in-office seminars, pro
grammed instruction courses, and
self-study courses are available. The
firm’s own continuing education
courses may be supplemented by
courses taken elsewhere.
The Evaluation Program. Two
types of evaluation records are used;
performance evaluations prepared
after each audit assignment of 40 or
more hours and semi-annual evalua
tions prepared by an evaluation
committee. Performance evaluations
are completed by the person in
charge of the engagement. Juniors
are rated by a senior and seniors by
a manager. The evaluations are due
within two weeks after completion of
the engagement. Instructions for
preparation of this report are quite
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partner. The reviewer has the right to
change the rating and the classifica
tion. In such cases, any matters that
caused the revision will be dis
The staff member is rated on
cussed with the staff member and a
attitudinal characteristics,
brief record of the discussion made.
ability to communicate,
Performance evaluations are used
knowledge of accounting
for scheduling future engagements,
theory, and knowledge of
determination of staff classification
current accounting
(junior, senior, manager), and coun
seling purposes. Semi-annually, an
developments.
evaluation committee, consisting of
eight managers, examines a com
puter summary of all performance re
ports for each staff member during
specific, and are designed to insure the last six months. The summary
a relatively uniform application of shows, among other items, name of
the rating system. The staff member the client, specific tasks performed
is rated on attitudinal charac during the audit engagement (ac
teristics, ability to communicate, counts receivable, plant and equip
knowledge of accounting theory, ment, payroll, etc.) and the rating for
and knowledge of current account each engagement. Upon completion
ing developments. Ratings must be of the review, a member of the
based on the evaluator’s observa evaluation committee meets with the
tions during the audit engagement, employee to discuss strengths,
and include “outstanding,” “above weaknesses and recommendations
average,” “average,” “improvement for improvements.
A similar procedure is followed at
needed,” and “unsatisfactory”
categories. The evaluator is urged to year-end. At that time, the evaluation
consider the staff member’s training committee determines a 3-digit code
and experience and to compare for next year’s classification, ex
him/her with others of the same level perience within the classification,
of experience. A rating of “average” and overall rating. Advancement to
should predominate and other rat the next classification follows after
ings should normally be less fre heavy experience in the present
quent. Ratings of exceptionally out classification. Normal progression
standing or poor performance need from light to heavy experience takes
to be supported by explanatory com two to three years. A junior is ad
vanced to senior after two or three
ments.
Evaluators also supply four value years. Seniors may become man
agers after two or three years in the
judgments:
senior classification. A staff member
1. Would you like to have the staff who has not been advanced to man
member on another engage ager after six years with the firm
usually has doubtful prospects of
ment?
being retained.
2. What should be the staff mem The Counseling Program.
ber’s classification next year?
The firm’s counseling program

3. Is the staff member’s experience
in his/her present classification
judged to be light, medium,
heavy?

Counseling sessions review
4. What is your overall rating for
performance during the past
this employee?
Firm policy requires that the staff six months and match the staff
member’s performance be discussed member’s personal objectives
with him/her during the audit with the firm’s objectives.
engagement and also afterwards.
The completed performance evalua
tion report must be signed by the
staff member, with his/her reaction
noted and reviewed by a manager or
14/The Woman CPA, January, 1980

varies somewhat between offices. In
the office visited for this study, a for
mal counseling committee, consist
ing of eight managers and partners,
performs a counseling function.
Each junior and senior is counseled
at mid-year by a member of the coun
seling committee. Another counsel
ing session lasting from one-half to
one hour is provided at year-end. At
that time, juniors are counseled by
managers, and seniors by partners.
Counseling sessions review per
formance during the past six months
and match the staff member’s per
sonal objectives with the firm’s ob
jectives. Counselors feel that the
program needs more direction. At
the office visited, there is some over
lap between the activities of the
counseling and evaluation commit
tees. The national head office is now
testing a counseling program with
more emphasis on career goals than
on job performance. Even with its
present shortcomings, the counsel
ing program does encourage open
communication and two-directional
feedback.

Rates of Turnover
Against the background of these
personnel policies, the semi-annual
evaluation reports by the evaluation
committee and the underlying per
formance reports were examined. Of
175 juniors and seniors, 62, or 36%,
had terminated employment within a
year’s period. To assess the relative
magnitude of this rate of turnover, it
is presented, together with the
results of three earlier studies, in Ta
ble I. Column I presents the findings
of the present study, i.e., for a large
office of a national firm. Data are for
a recent period (1977) and include
the total population of terminated
employees. Column 2 data are based
on a sample of terminated staff of 3
of the “Big Eight,” 6 other national,
17 regional and 24 local firms, some
with staff of less than five persons.
[Istvan, Wollman, 1976] The time
period covered was not defined in
that study. Data in Column 3 was
published in 1967 and includes a
sample from national, regional and
local firms. [Leathers, 1971] Column
4 shows the current in-house
statistics compiled by the national
firm visited.
Column 1 of Table I indicates that
of those terminating within a ten-year
period, 76% had done so by the end

TABLE I

Comparative Rates of Turnover
Other Studies

This Study

1
2*
3***
4***
Percentage Turnover Percentage Turnover Percentage Turnover Percentage Turnover
At End
of Year
1
2
3
4
5
6
7
8
9
10

Per Yr.
7
23
23
23
18
3
1
1
5
5

Cumulative
7
30
53
76
94
97

100%

Per Yr.
2
7
18
12
17
19
9
6
6
4
100%

Cumulative
2
9
27
39
56
75

Per Yr.
15
15
15
7
10
8
4
3
5
2

Cumulative
15
30
45
52
62
70

84%

Per Yr.
10
22
21
13
2
10
8
2
(7%)
2

Cumulative
10
32
53
66
68
78

89%

* includes very small firms
**includes national, regional and local firms
***Current national statistics of a “Big Eight” firm

of their fourth year. After year four
the percentage of annual termina
tions decline. During year five, the
number of terminations is still sig
nificant, while in years six through
ten it becomes negligible. Column 2
reports a smaller turnover, reaching
a total of 39% after four years. In the
fifth and sixth years the number of
terminations is still high and
declines thereafter. By the end of
year six, 75% of those terminating
within ten years have completed
their move. Results of the survey
shown in Column 3 indicate a high
turnover during the first three years
and smaller turnovers thereafter. At
the end of the fourth year, 52% of the
staff had left the firm. By the end of
the sixth year, 70% of total profes
sional staff had terminated. Turnover
statistics by a national firm for the
firms as a whole, in Column 4, show
that 66% of total professional staff
will leave by the end of year four, and
78% by the end of year six.
Due to the different sizes of firms
(national, regional, local), different
length of time periods covered by the
studies, and different bases (sample
versus total population), the four col
umns of Table 1 are not comparable.
However, the following observations
may be made: (1) Turnover would

appear to be higher and reach an
earlier peak in national firms than in
regional and local firms. (2) In na
tional firms, turnover seems to be
higher in large cities where living
conditions are more difficult. (3) In
all firms, turnover is heavy during the
first five to six years of employment
and thereafter becomes relatively in
significant. (4) Even in a CPA office
with “enlightened” personnel
policies, turnover has not declined.

twelve-months period. Four of the 62
terminated employees were fired and
58 left of their own volition. Of the 58,
four either transferred to other of
fices of the firm or were interns for a
predetermined period. Of the four
junior accountants who were dis
charged, one had received a D rat
ing, two a C rating, and one a B
rating.1
Omitting interns and transfers, 20
juniors (3 of whom would have been
discharged anyway) and 34 seniors
Ratings Received by
gave notice to the firm. Of the 17
Terminated Employees
juniors whose retention would have
For overall ratings, a four-point
been desirable or whose prospects
rating scale is used, represented by
were considered excellent, 4
the A, B, C, D scale in Table 2.
received a rating of A, 11 of B, 1 of C
Terminations are classified into in
and 1 of D. Of the 34 seniors, all of
voluntary and voluntary. Voluntary
whom either had excellent long-term
terminations are sub-classified into
prospects, or whose retention would
four categories:
have been desirable, 11 received a
1. Would have been released rating of A, 18 of B, 4 of C and 1 of D.2
shortly
Table 2 leads to the following obser
vations: (1) Fifteen juniors and 29
2. Additional retention desirable
seniors with A and B ratings who
had good intermediate or excellent
3. Excellent long-term prospects
long-term prospects with the firm
chose to terminate their employment.
4. Interns and transfers
(2) The loss of these 44 employees
Table 2 presents information occurred at a time that was not con
about type of separation and venient to the firm. (3) An unplanned
employee’s final rating. In total, 26 turnover or 25% (44 out of 175
juniors and 36 seniors left during a juniors and seniors) is significant.
The Woman CPA, January, 1980/15

TABLE 2

Ratings of Separated Junior and Senior Staff
FINAL RATING*

B

C

D

Involuntary

1

2

1

Voluntary: Would have
been released shortly

1

2
1

Type of Separation

A

Voluntary: Additional
retention desirable

2

9

Voluntary: Excellent
long-term prospects

2

Interns and Transfers
TOTAL

4

Total

Seniors

Juniors

A

B

C

D
4

3
1

37

2

17

2

9

1

14

2

1

1

4

12

19

15

5

1

2

4

4

1

62

* Rating Scale:
A. Outstanding
B. Above Average
C. Average
D. Below Average

(4) The ratings, by themselves, do
not seem to reflect undue harshness.
Of all terminated juniors and seniors,
26% received ratings of A, 55% of B,
14% of C and 5% of D. It may be
assumed that ratings of those re
maining with the firm are as good as,
if not better than, ratings of termi
nated staff.

Reasons for Separation
Upon termination of employment,
departing employees are asked to
state their reasons for leaving. It is
quite possible, of course, that
responses are camouflaged. Further,
in many cases, a number of reasons
may have contributed to a resigna
tion. The seven columns of Table 3
(Reasons for Separation) may be
viewed as clusters. Column 1 is for
employees who did not wish to state
their reasons for leaving. Columns 2
and 3 indicate pursuit of new
challenges. Columns 4, 5, and 6
reflect reasons related to working
conditions, progress in the firm and
public accounting as a career. When
terminated employees cited any of
these three, various statements in
16/The Woman CPA, January, 1980

the evaluation documents indicate
that all three reasons may have con
tributed to the separation. Column 7
is for personal reasons. A review of
comments appearing in evaluation
documents points to the possibility
that terminated employees may have
cited personal reasons as an evasive
device. In many of these cases, evi
dence shows a significant degree of
dissatisfaction with progress, work
assignments and working condi
tions. Table 3 includes data on the 51
juniors and seniors whose additional
retention was considered desirable
and who had excellent long-term
prospects with the firm. The majority
of those leaving (18 out of 51) cited
family, health and other reasons.
Sixteen of 51 indicated that working
conditions, lack of progress and dis
like of public accounting as a career
had caused them to terminate their
employment. Thirteen stated that
outside offers and going into prac
tice for themselves prompted their
terminations. Four gave no reason
for giving notice. On the basis of
these statistics the following may be

observed: (1) Approximately twothirds (columns 4, 5, 6, and 7) of
desirable staff members left because
of explicit or implicit disillusionment
with the environment of public ac
counting. (2) The other one-third
found better opportunities
elsewhere, including 9 of 51, or
roughly 18%, who remained in
public accounting, presumably in a
better work environment.

Placement of Terminated
Employees
It is often assumed that CPA firms
play a major role in securing
employment for terminated staff.
However, this was not found to be so
in this study. Table 4 presents place
ment information about the 51 termi
nated juniors and seniors who had
established a good record at the
firm. Only 3 out of 51 were placed by
the firm. Twenty-four did not provide
information to the firm about their
new employment. Another twentyfour had found new positions by their
own efforts. Of these, only four were
employed by clients of the firm and

TABLE 3

Reason for Separation
2

1

Unknown Outside
Offer

3

Own
Practice

4

5

6

Travel,
Dissatis Dislike
Overtime faction
of
Etc.
with
Public
Progress Acct.

Type of Separation

7

OtherFamily,
Health,
School,
etc.

TOTAL

Voluntary:
Additional retention
desirable

2

3

6

4

7

2

13

37

Voluntary: Excellent
long-term prospects

2

1

3

1

—

2

5

14

4

4

9

5

7

4

18

51

TOTALS

TABLE 4

Placement with New Employers—
Placed by Firm

Unknown

Not placed by Firm

Total
Type of Separation

and employed:
with
with
client
non-client

with
client

with
non-client

Voluntary: Additional
retention desirable

2

—

2

13

20

37

Voluntary: Excellent
long-term prospects

1

—

2

7

4

14

4

20

24

51

TOTALS

twenty by non-clients. It may be ob
served: (1) The assumption that firms
provide significant assistance to
staff in finding a better position is not
based on facts. (2) Employees secur
ing a new position without the aid of
the firm were much more likely to
locate with a non-client than a client.

3

Conclusions
Despite serious efforts to improve
staff retention, the rate of turnover
has not declined in the office visited.
The firm’s national statistics indicate
that turnover during the first three
years for the firm as a whole is the
same as for the local office.

However, the office visited
perienced nearly three times
turnover during the fourth and
years (41%) than the national
average (15%).

ex
the
fifth
firm

Continued on page 28
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Table 1 can be expanded and sub
divided, virtually ad infinitum.
Category 2.4, capacity utilization, for
instance, can be expressed as max
imum, optimal, planned, and actual
or subdivided by production depart
ments; and deviations from invento
ries in categories 4.1 and 4.2 can be
shown for some or all products
manufactured.
Of the key numbers, the prof
itability index appears to be the most
important. It is used for analyses
where an American accountant
would use net income, to determine
the profitability by departments and
to plan manufacturing mix.4
It should be noted that the prof
itability index expresses income as a
percentage of total costs, rather than
as a percentage of total sales. In a
planned economy where all prices
are determined by the government,
frequently on the basis of political
considerations as stated before,
using total costs to measure prof
itability might make more sense.
After all, an enterprise cannot in
crease its income by increasing its
prices, only by decreasing its costs.
On the other hand, it must be admit
ted that the profitability index hides
the income realized by the govern
ment better than does the rate of
return on sales.
Since the key numbers are used
for performance evaluation, it is
understandable that people will want
to manipulate them. This can easily
be done with the profitability index
by producing lower quality merchan
dise at lower costs. It can also be
done by manipulating production
while keeping an eye on key number
2.5, achievement of the planned
product mix. For instance, if one
goal of a firm manufacturing fur
niture is expressed as the number of
tables produced, the firm can exceed
its goal without increasing its wood
consumption by switching from din
ing room tables to coffee and end
tables.
These tendencies are recognized
in the German Democratic Republic,
as the following quotation from a re
port of the Central Committee of the
Socialist Unity Party (the East Ger
man Communist Party) shows:
It is necessary to approach the
evaluation of planned key num
bers in a communist kind and
way and to determine exactly
what the real reasons are for
28/The Woman CPA, January, 1980

achievement or non-achieve
ment of plans. The party
organization and the responsi
ble organs of the government
and the economy should exer
cise stricter control over the
methods in which production
plans are achieved. Wherever
plans are fulfilled through the
production of goods which are
not the kind or quality of
merchandise demanded by the
consumers, the appropriate
conclusions should be drawn
for the evaluation of the per
formance and measures for
change should be initiated.
These are not any more just
questions of the formation of
key numbers and accounting
reports, but questions of
societaIly responsible
behavior.5

Staff Turnover —
Continued from page 17

This leads to the conclusion that
dissatisfaction with their positions
continues to exist for advanced
seniors. One may speculate that
those who stayed for three or four
years have decided to make a career
with the firm and are thwarted in
their desire to be promoted to man
ager. Inability to obtain a promotion
may be related to the individual’s po
tential performance as a manager. If
this assumption is true, the A ratings
of individuals who were judged to
have excellent long-term prospects
casts some doubt on the sincerity of
the evaluation system or the ability
of the evaluators to communicate
convincingly with staff about their
potential with the firm.
Notes

Conclusion
The threat implicit in the last sen
tence of the above quotation shows
the weight given to the attainment of
the national economic plan by the
leaders of the Communist Party.
Since the overall plan can only be
achieved if each firm fulfills its plan,
the evaluation of each firm’s per
formance is of crucial importance.
Whether or not the schedule of key
numbers is an adequate tool for this
purpose is difficult to determine for
an outsider, since the textbooks are
understandably reluctant to discuss
specific shortcomings for fear of giv
ing East German managers new
ideas. However, the Central Com
mittee
’s report quoted above indi
cates that serious problems exist.
Of special interest to an American
accountant is probably the fact that
the profitability index plays such a
prominent role among the key num
bers. It shows that socialist econo
mists realize that income is not just a
capitalistic aberration, but a neces
sary evil — even in a planned
economy.
Notes
1Guenther Geissler, Gerhard Heske, Klaus
Neumann, and Gerhard Reinecke,
Rechnungsfuehrung und Statistik im
Sozialismus (Berlin: Verlag Die Wirtschaft,
1977), p. 13.
2Guenther Geissler, Gerhard Reinecke, and
Karl Schaffranka, Rechnungsfuehrung und
Statistik — Industrie (Berlin: Verlag Die
Wirtschaft, 1976), pp. 226-227.
3Ibid, p. 225.
4lbid, pp. 230-234.
5Geissler, Heske, et al, op. cit., p. 66.

1It is somewhat surprising that a person
with a B rating would be fired. However, this
individual had asked for numerous transfers
within the office and was still a junior after
3-1/2 years of service. Statements in the per
formance reports by both the evaluator and
the individual indicated a tendency by this
person to be unhappy in any work assign
ment.
2It is unclear why the firm would want to re
tain two individuals with D ratings even in the
short run. Interviews with firm personnel
revealed that occasionally, a separation will
be recorded with the comment “additional re
tention desirable” when perhaps “would have
been released shortly” might have been a
more appropriate assessment of the terminat
ing employee’s prospects with the firm.
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